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In the Matter of |

CC Docket No. 95-72

End User Common Line Charges: Comments on
Non-Traffic-Sensitive Cost Data Submitted by the

Regional Bell Operating Companies DOCKET FILE COPY ORIGINA

PLY COMMENTS PACIFIC BELL
INTROD ION
Pacific Bell hereby submits its reply comments with regard to the Non-Traffic-
Sensitive (“NTS”) cost data it and other RBOCs submitted in response to the Commission’s
September 29, 1995 data request.1 We believe those data only reinforce the conclusion that the
Commission should adopt a one—EUCLz-per-facility rule for ISDN lines. This conclusion is in
keeping with the Commission’s desire to “avoid erecting regulatory barriers to the development

of beneficial new technologies . . . particularly . . . when these services and technologies can

' The Commission invited such comments in its Public Notice released October 11, 1995. In

the Matter of End User Common Line Charges, CC Docket No. 95-72, Public Notice,

“Pleading Cycle Amended for Comments on Non-Traffic-Sensitive Cost Data Submitted by the
BOCs,” DA 95-2148 (rel. Oct. 11, 1995).

? End User Common Line charge, also known as a Subscriber Line Charge.
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facilitate access to the benefits of the National Information Infrastructure.”” In addition, it is a
result supported by the NTS cost data the RBOCs provided the Commission.

A. A One EUCL Per Facility Rule Furthers the Commission’s Policy of
Fostering New Technology

The importance of ISDN to the National Information Infrastructure (“NII””) must
be viewed in the context of other services ISDN benefits. Access to the Internet and
telecommuting are but two of the exploding on-line activities ISDN makes faster and easier.
Viewed in this context, ISDN is vital to the development of the NII in areas very popular with
large numbers of consumers. If the FCC does not adopt a one-EUCL-per-facility rule, this
growth likely will stall and the millions of Internet users and telecommuters, as well as ISDN
providers, will lose out.

The nexus between ISDN, the Internet and telecommuting, and the growth of all
three industries, is well documented. Recently, several large industry analysts projected
Internet revenues at $15 billion annually by 1998, and between $45.8 billion and $73 billion
annually by the year 2000.* ISDN is catching on among “Web surfers” -- users of the World
Wide Web on the Intzernet -- because it offers speed and extra lines.” “Dataquest says the

number of ISDN lines in the United States is expected rise [sic] to 2.2 million by the end of the

? In the Matter of End User Common Line Charges, CC Docket No. 95-72, Notice of Proposed
Rulemaking (rel. May 30, 1995), FCC 95-212 (“EUCL NPRM™), § 17.

4 Reports of Hambrecht & Quist, Alex, Brown & Sons and Forrester Research, Inc.,
respectively, as summarized in “The Internet Economy: How Big,” Interactive Week, Vol. 2,
No. 20 (Oct. 23, 1995), at 65 (copy attached hereto as Exhibit A).

* “ISDN -- Short for Speed: Phone Line Catches On Among Web Surfers,” San Francisco
Chronicle (October 31, 1995), at C6 (copy attached hereto as Exhibit B).
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decade, up from just under half a million this year.”6 Finally, more than 8 million people
nationwide telecommute -- work from home with the aid of home computer modems, fax lines
and telephones -- and ISDN offers telecommuters additional lines and faster transmission
speeds.”

If the Commission wishes to make the NII accessible to consumers and the
residential market, it should adopt policies that make ISDN accessible to these markets. A one-
EUCL-per-facility approach is the only one that makes sense if this is truly the Commission’s
goal.

B. The Ratio of the Average LEC Cost of Providing a Derived Channel
Service to the Average Cost of Providing An Ordinary Local Loop Supports a One-EUCL
Per-Facility Rule

In it comments, GTE compared the cost data the RBOCs submitted for Basic
Rate Interface (“BRI”) ISDN -- the product most appealing to residential customers -- to the
average cost of providing an ordinary local loop. The Commission suggested this comparison
would be useful in determining the appropriate number of EUCLs to charge for ISDN.* GTE
found the ratio to be very close to one if NTS costs other than loop costs were excluded.’ Thus,

with regard to the service most accessible to the residential market, the numbers justify a one-

EUCL-per-facility rule.

6 1d.
7 “Telecommuting by Wire,” San Francisco Examiner (October 31, 1995), at B1 (copy attached
hereto as Exhibit C).

8 EUCL NPRM, { 27.

? Comments of GTE, filed October 30, 1995, at 8-10 (calculating Bell Atlantic’s ratio at 1.0,
Pacific Bell’s at 1.03, NYNEX’s at 1.0 and Ameritech’s at 1.07).

0122116.01



While the ratios are higher with regard to Primary Rate Interface (“PRI”) service
-- a service with far less demand than BRI service -- we agree with GTE that the revenues
generated from imposing several EUCLs on PRI service will be minimal given the low
penetration of the service.'’ Thus, there will be little recovery of NTS costs caused by charging
several EUCLSs for PRI service. Likewise, the downward impact on CCL rates of charging
additional EUCLs -- another goal of the Commission'" -- will be de minimis.

We note that MCI, the only other party filing comments with regard to the NTS
cost data the RBOCs submitted, also concluded that “the difference between the NTS costs of
ISDN loops and standard loops is nominal”'> MCI concluded that one EUCL charge should be
applied per facility for both BRI and PRI ISDN service."

Thus, both commenters who saw the NTS data interpreted them to support the
consensus opinion in favor of a one-EUCL-per-facility rule. We urge the Commission to do the

same.

' 1d. at9-10 (calculating Bell Atlantic’s PRI cost to local loop ratio at 3.37, Pacific Bell’s at
4.67, NYNEX’s at 12.9 and Ameritech’s at 5.68).

' EUCL NPRM, { 18.
'2 Comments of MCI Telecommunications Corporation, filed October 30, 1995, at 1-2.
13

Id. at 2.
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ONCLUSI

The Commission has the opportunity to aid in the development of popular
technology that is available today to large numbers of consumers. We urge the Commission to
take up this challenge and foster rather than hinder growth in promising new markets of great

importance to the National Information Infrastructure.

Respectfully submitted,

PACIFIC BELL

/
y ', s .

—/{ . .y
‘LUCILLE M. MATES
SARAH RUBENSTEIN

140 New Montgomery Street, Room 1522A
San Francisco, California 94105
(415) 542-7649

JAMES L. WURTZ
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004
(202) 383-6472

Its Attorneys

Date: November 6, 1995
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The Net is hot. And so is the
(@Net. The American Stock Ex-
change began wtading optons on
Inter@ytive Viek’s new Internet Index.

Check out the latest @Net
index (page 62) and visit our Web
site (www.interactive-week.com/
~intweek) for constant updates.

9 Out Of Site
The Ume Reader’s online edifion is one

1 of the first casualties of the print sprint
‘. to the World Wide Web.

14 High Tech Soars
Some of the biggest fech players post-
ed stronger-than-expected results.

2'] Nothing Personal
The surge in information sharing appli-
cations may take the personal out of
; personal compufers.

35 Copper Proper
Locol telephone companies are toking
copper seriously ogain.
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Net Travel Cyberspace

Means
Business

By Steven Vonder Haar

The trave] business is coming to the Net.

Internet surfers, starting in March, will
be able to make travel reservations and
buy airline tickets on a major new World
Wide Web site being developed by
American Airlines” SABIRE reservation
system and Worldview Systems Corp.

The partners expect the new service,
dubbed Tavelocity, will join the clie
group of World Wide Web pages that
attract millions of hits daily. “We'ne creat-
ing a category-killer product for handling
travel  transactions,”  said - Worldview
President Neal Checkoway,

In so doings, the partnenship could wind
up developing a site that handles a higher
volue of conumercial tnsictions than any
other Web site curently in operation,

Americn Airlines s embrcing the
Internet in a way few other imajor corpora-
tions have.

SABRE officials have always been
sticklers for security, with the services sole
datar center iy Fulsa, Ok, buried ander six
feet of conerete for protection. They said
the sime type ol attertion will be paid 10
sectring online tansactions.

“We're confident that the security issue
will be solved by the time we roll this out,”

according to SABIRE Interactive President
Terrell Tonec
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Thc chief value of |}
money lies in the fact that
i one lives in a world in
l‘l which it s overestinated,
" HLL. Mencken sad.

But that hasn’t kept re-
i search firms and Wall Street an-
;- alysts fron trying to figure out jus
i how much business tl)oli
© o spawn. A pair of new estimat®§ to

Meanwhile, US. online compia

The World Goes Online

The Internet Economy” s
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Internet Society Shuffle

By Tim Clark

The Internet may be going commer-
cial as a result of the disappearance of gov-
ernment funds for what started out as a
computer network for researchers.

But that doesn't mcan the Internet
Society has to follow suit,

In Gct, the exccutive dircctor of the
socicty has decided o Jeave the post
before his contract expires, hecause of an
inability to persuade the group’s boand that
companies trying to build up the Internet
ought to h:wc more say in the organiza-

I RASHN

consin computer scientist who is president
of I-Soc’s board. “We are basically contin-
ving doing what we're doing”

The rift between the board and
Rutkowski is a microcosm of the debate
over how the Internet will be governed as
wsage booms worldwide and companies
try to capitalize on the suddenly popular
network of networks.

Whither The Internet?

v
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The Internet Economy: How Big?

October 1994, Goldman, Sachs & Co.
analyst Michael Parekh predicted the
Net's econonty would hit $4.3 billion
in 1997.In April 1995, San Francisco-
basedVolpe, Welty & Co. predicted the

By Tim Clark

The Internet has fascinated Wall
Street and corporate America for all of
1995, so it's no great surprise that bro-
kerage houses and industry analysts
are grinding out reports on the bil-
lion-dollar issue.

Just how big is the Internet econ-
omy exactv?

In the past month, two big bro-
kerages, Hambrecht & Quist and
Alex. Brown & Sons. and a respected
consuling firm, Forrester Research
Inc., have churmed out repors pro-
Jjecting Internet-related revenues from
infrastructure investment, access ser-
vices, content and tansactions. Alex.
Brown predicts a $15 billion Interner
industry by 1998. Forrester projects
$45.8 billion annually by the vear
2000. H&Q says $73 billion at the
tumn of the century.

The range of figures suggests the
obvious: Nobody really knows what
the overall worth of the
Net will be in business
terms. Bur disparate
numbers mask agree-
ment on Some points:

» The carliest billions
in Internet revenues will
come from expanding
the capaciry and capabili-
des of the worldwide
network of computer
networks. Forrester sees
$14.2 billion of such
infrastructure invesoment
in 2000, while Ham-
brecht & Quist projects
$13 bilkion for the same
vear. Alex. Brown expects
$6 bilion by 1998. In
general, these analvsts
count as infraseructure
the computers, wires,

infrastructure
$14.2 billion

be huge, but how huge is pure guess-
work. Forrester expecs $21.9 billion
in Net transactions by 2000, while
H&Q throws out a $50 billion figure.

Indeed, projections are only pro-
jecdons, and not any
guarantee that com-
merce berween com-
puters will be a big

New projections
of Net business
dwarf earlier

Internet economy
would reach $5.8 mil-
lion in 2000.

The recent analyses

business. for consumers ones. But they’re expand the potental

OF COTpOrauons.

“The adopton rate
will be slower than peo-
ple expect,” says Giles
McNamee, senior vice president at
First Albany Corp.. a Boston invest-
ment firm.

“[The Internet] is a great vehicle
for publishing, but not yet a good
venue for doing business,” he adds.

Karen Burka, an analyst at Simba
Informaton Inc., says Internet wansac-
tons will grow much more slowly
than these reports indicate. She expects

Transactions ,.
$6.9 bilfion

no guarantee
that reality will
follow suit

size of the Internet
economy tenfold, iden-
tfying some drivers of
the growth and poten-
tal obstacles:

» Security issues must be resolved
to hit these numbers, but the analysts
say they think that will happen soon.

» Business spending, not con-
sumers, will be the grease of Internet
commerce at first.

“In the business-to-business
world, commerce is driven by
needs.” says Dave Mulwaney of

Internet Economy In the Year 2000

Business
Transactions

$15.0 billion

Consumer
Content
$2.8 billion

Business
Content $6.9 billion

software and services that Source: Forrester Research Tokal: $45.8 billion
make the Internet hum.
» Count on revenue
from the stuff that makes the Net an $54.3 million in Internet sales this year, Industry:Net Inc., a Web mall for

information highway picking up a bic
more siowly. H&Q and Forrester pro-
Ject $10 billion in revenue in 2000
from the supply of content. Alex.
Brown counts a far lower $3 billion in
1997 — for both content and wansac-
nons. Bur after that. the firm savs con-
tent revenue will boom.

» Transactions on the Net could

growing to just under $1 billion in the
year 2000. But Simba has focused on
hard merchandise, not digital products,
such as software, which can be shipped
easily over the Net iwself.

This latest round of Internet eco-
nomic projections dwarfs earlier fore-
casts, growing just as public aenton
to the Net has mushroomed. In

-~

smokestack industries. “The need
has arisen.”

» The number of households
with personal computers will contin-
ue to climb, and so will consumers
connectng to the Internet.

» Bandwidth, which determines
how long Net surfers must wait for
graphics. video or sound files to P




Wappear on their screens, will
increase, Prices will decline.

» These projected revenues under-

ate the Internet’s impact on business-

es. The Internet will cuc costs and
change how companies conduct busi-
ness. (See related story on this page.)

Here are highlights from the three
latest reports:

Forrester Research

hap:/ /www.forrester.com

Forrester estimates today’s Inter-
net economy at $2 billion, with com-

actons, $50 billion. Its analysis is based
on somewhat sunny assumptions.

Analyst ]. Neil Weintraut predicts
the Net will move from novelty to
“mainsmeam uptke” in mid-1996
with the emergence of secure elec-
tronic payments and new, useful ser-
vices. That will sumulate international
markets, which run a year or two
behind the US. He also predicts
encryption issues with the govern-
ment will be resolved.

“The World Wide Web harnesses,
leverages and improves existing infor-

Internet Economy In Year 2000

Internet
Expertise
$750 million
Transactions
8625 miltion

Internet
Software
$1.6 biflion

Source: Volpe, Walty 8 Co. {April 1995)

mercial online services accounting for
$1.5 billion.

Business content — credit reports.
marker data, investment informadon
— will reach $6.9 billion in 2000,
compared to just $2.8 billion in con-
sumer content — mostly advertising
with some subscriptions.

In 2000, consumers will manage
$29.9 billion in mutual funds and
$16.3 billion in deposits via the Net.

**Some {economic] sectors, includ-
ing computers, communicadons, pub-
lishing, rewil, information, entertain-
ment and financial services. will be
crigcally affected by the Internet,”
Forresters Mary Modahl writes.

The Net economy will produce
new products and services, unexpect-
ed compedtion, tougher customer
service requirements and distribution
contlicts. Technology know-how will
be the key differentiator.

Hambrecht & Quist

hop:/ /swww.hamquist.com

H&:Q breaks down it projected
$73 billion Internet economv into
three components: Infrastrucrure, $13
billion; content, $10 bilhon; and trans-

Other Services
$325 miflion

Internet Access
$2.5 billion

Total $5.8 billion

mation technology resources and
infrasructure,” H&Q  writes. Other
technological advances usually require
new systems and thus are adopted
more slowh:

Alex. Brown & Co.

The Baldmore-based brokerage
projects a 1998 Internet economy of
$13.5 billion to $16 billion, with these
component: Infrastructure, $6 billion;
access and services, $3 billion o $7
billion: content and commerce, $2.5
billion to 3 billion.

“We believe the real opportuni-
tv for content and commerce is a
five- to 10-vear opportunity,”
according to Shaun Andrikopoulos,
an equitv analyst. “Content and
commerce are likely to eclipse the
other categories of Internet revenues
in that dme frame.”

For three to five vyears,
Andrikopoulos expects commercial
online services and Internet access
providers to grow rapidly bur fears
declining prices may hurt their profits.

He expects Internet access com-
panies to ally with content companies
to boost their appeal. A

Net Savings

Anita Schiller, director of elec-
tonic marketing at Silicon Graphics
Inc., figures SGIs Web site
(http://www.sgi.com) saved her
the better part of $1 million in pro-
moting seminars about the compa-
ny’s software took.

“You don't' have
t0o do transactions
to make the Net

don and deliver software.

“From my perspective, you dont
have to do transactions to make [the
Net] be very, very impormant to your
business,” says Cathy Medich, execu-
tve director of CommerceNet, a
consortium of 130 companies ex-
perimenting with elecoonic com-
merce. “You can
establish tighter rela-
dons with customers
and get faster feed-

developers. Instead, be very, very back on new prod-
she posted informa- Important to your uctideas”
ton and registration business’ Mary Modahl, ana-
on Silicon Surf, SGI's lyst at Forrester Re-
Web site, for the cost of some design search, concurs: “This trend will fun-
and software engineering, damentally alter the way companies
This example illusmates what create and dissemninate information.”
may emerge as the Web’s most pro- Part of the reason is technical. If
found effect on American business: corporate computers use the Net’s
saving money, not generating it. The TCP/IP communications protocol,
Net gives corporations cheaper ways which describes how computers talk
o move data, market themselves and to each other, incompatible compur-
their products to customers, offer  er systemns can communicate.
— Tim Clark

technical support, collect informa-

Getting The Voice Right

By Tim Clark

“We want to build a markeang
systerm, not a Web site]” says Thad
Peterson, president/CEO of Denver'’s
Customer Communicatons Group.

In simple terms. that means build-
ing “deep” sites.

“Have more content than the user
needs or wants,” Peterson advises.” " We
think it’s real dangerous not to build a
richness of content.”

The 20-year-old

clients mouth,” Peterson notes.

CCG5 latest site s a women’s
clothier called Express (hup:/
express.style.com).

“At the heart of Express brand is
this French theme and whimsy,” savs
Roessler. Translating those into a Web
site meant using French phrases. a
French glossary, French imagery
{(photos and graphics). updating an

invented-in-
France typetace

firm has branched ; : ST ..-&  called Sabon and
out fom newsleres - U erDesiqn | e latest on Paris
© the Word Wide -~ Y P or oot @Y hions.

: Ll Specializing in

Web and begins e

its cyberwork bv
pulling together the
client’s image. de-
sign, marketing and collateral materi-
al. spreading it our in a conference
room and diving in for a couple days.
The goal: To get not just the look of
the company, but the voice.

“We reduce evervthing t a core
concept or core feeling or core impres-
sion that we want to create.” says Tim
Roessler, who heads CCGS Internet
teamn. “That core idea is related to spe-
cific marketing goak. Then we oy to
build out in an nnutve way”

The client collaborates in idend-
fving the core concept. A lot of the
informadon comes right out of the

-

the latest Paris
designs for bud-
get buvers. Ex-
press' feel and content are designed ro
make Express’ 25~ to 33-vear-old tar-
get markert feel au courant.

KN Energy, a power udlity com-
pany got a different. more industrial
look (http://wwwkne.com).

“You trv to choose imagery chat’s
appropriate to the client,” says
Roessler. “You cant wmke a power
company and drench it in perfume.”

The marketing aspects of the site
are more apparent than its imagery,
he says. “The imagery is something
not given enough attention on the
Web so far” A
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ISDN — Short for Speed

‘Phone line g:atéhes on among Web surfers

By David Einstein
Chronicle Siqff Writer

aving a hard time coming up

with a holiday present for
that Internet-freak spouse of
yours? Here’s just the thing: an
ISDN phone line.

It's not cheap. The equipment
~ alone will set you back at least
- $250. And in California the service
will run $24.50 2 month, plus 3¢ for
. thefirst min-
‘The

- uteof each
call and a pen-
. 3{ ti?;al e‘xf;hin ad- Internet is
ute during malilgg i
peak hours,on glrip
. topof any oth- ’
2;» toll :ﬂo‘;g- because
distancechar- JSDN
makes it 8o
much
easier to
surf the Net

" ges.There’s al-
80 a $158.75 in-
stallation
charge, al-
though $125 of
- ‘that is waived
if you keep the
line for two
years.

What do

'you get for
that kind of investment? Speed,
which is like gold to professional
Web surfers. An ISDN line design-
ed for home use transmits data at
64 kbs (thousands of bits) per sec-
ond. That’s more than twice as fast
as the fastest standard modems,
- whichrun at 28.8 kbs.

Integrated Services Digital Net-
work — ISDN for short — allows
. the same twisted-pair copper tele-
' phone line that traditionally could
~ carry one voice, data or fax mes-
sage to carry as many as three sep-
" arate “conversations.”
ISDN has been around for
- years, but it didn’t garner much at-
tention until corporate data net-
- works began to demand more com-
- munications punch than regular
- phone lines could provide. Today,
ISDN is widely used by businesses
to transmit information, and it

. promises to boost other budding

technologies such as desktop video
conferencing.

In addition, the high-speed
lines now are finding favor with
telecommuters, who have to stay
in touch with their company com-
puters, and people who want the
fastest possible access to the
graphics, animation, sound and
video of the Internet.

“The jokes are over for ISDN,”

said ComputerLetter in a recent
editorial. “After two decades of be-
ing mocked as ‘innovation sub-
scribers don’t need’ and ‘it still
does nothing,’ the Integrated Ser-
vices Digital Network is finally
catching on.”

Indeed. Dataquest says the
number of ISDN lines in the Unit-
ed States is expected rise to 2.2 mil-
lion by the end of the decade, up

from just under half a million this

year.
. Availability of ISDN depends
on where you live. In mid-Atlantic
states serviced by Bell Atlantic,
anyone can get a line. But if you

livein Oklahoma or Alaska, you're

out of luck. _
Pacific Bell, which services Cal-

ifornia, says it will offer ISDN to 90

percent of its customers by year-
end. Currently Pac Bell has some
46,500 ISDN lines in operation.

Only a small number of those
go into homes. But Pac Bell says
that consumers are now the fast-
est-growing part of the ISDN busi-
ness. The company said ISDN in-
stailations shot up 125 percent in
the most recent quarter.

“The Internet is really driving
it, because ISDN makes it 50 much
easier to surf the Net,” says Mary
Hancock, a spokeswoman for Pac
Bell.

Bewaré, however, because not
all Internet providers allow access

“through ISDN lines. Some big
‘names, including PSI and UUNet,

are ISDN compatible. But Netcom,
one of the largest Internet provid-
ers, s not.

Likewise, the major online ser-
vices have been slow to embrace
ISDN —in fact, they are still busy
upgrading to 28.8 kbs. Compu-
Serve plans to announce this week
the first 10 cities where its mem-
bers can log on via ISDN. Prodigy
is conducting trials with three re-
gional Beélls, including Pac Bell
(however, you need a special IBM
adapter to connect to Prodigy). .
And America Online is waiting un-
‘til there is more market demand
for ISDN.

On the other hand, Pac Bell it-

" self intendsto offer Internet ser-

vices by the end of the year, thus
assuring access to anyone witha
Pac Bell account — regular or
ISDN.

A line also can be ordered by
calling Pac Bell's ISDN Service
Center at 1-900-472-4738. Once you
place the order, it takes the phone
company five to 12 days to com-
plete the installation.

In order to hookupaPCtoa

'Pac Bell ISDN line, you need a ter-

minal adapter (also known as an
ISDN modem) and a power supply.
Fortunately, both functions come
bundled in devices made by sever-
al companies. Motorola has a mod-
el available in some places for $249
that can handle 64 kbs, and anoth-
er version for $399 that allows two
of the three data lines to be bond-
ed, yielding a speed of 128 kbs.
8Com offers a similar 128 kbs de-
vice for around $449.

ISDN equipment is available at
some software and electronics

‘stores, including Fry’s and Egg-

head. At Fry’s stores, consumers
also can sign up to get a Pac Bell
ISDN line.

An ISDN line can replace a reg-
ular phone line, but Pac Bell offi-
cials e that. One reason is
that because of itz independent
power supply, an ISDN line won't
work during a power outage. An-
other reason is that the phone
company makes more money on
two lines than on one.
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COMMUTING = =
BY WIRE.

More than 8 million people

natlonwide telecommute —

Including 300,000 In the
Bay Area — sending
Information to
supervisors and
co-workers via
home-
computer
modem, fax
and

te]eplgone L

o Powe:rl-"C Mac. Iy ;o'u’re m

"NewsRoundup is produced by Pacific Telesis Group Corporate Communications for distribut_ion within" Pacific Telesis Group companies
ONLY, and may not be provided in any form to persons not employed by Pacific Telesis Group.” (415) 542-3075




By VWead Tk &

OF THE EXAMINER STAFF

Pat O'Donnell does it practically
every day. Lorene Hall does it two or -
three days a week. And Arnaud Mauvais
only does it about once every two weeks. .

But these workers all agreeit's the best way
torelieve stress.

They're talking about telecommuting,
which is becoming more popular thanks to in-
creasingly smaller, faster and smarter elec-
tronic equipment that allows employees to
work from home.

Although some Bay Area executives have

been telecommuting for 20 years, it is only re-
cently that companies — inspired by savingsin
real estate costs and increased worker produc-
tivity — have created formal programs.
Managers’ unwillingness to relinquish con-
trol over their workers’ time was one reason for
the delay, industry experts say. Another was

the difficulty in developing workable guide- -

lines for at-home assignments.

“If you look at telecommuting as a perk or
entitlement, that’s an obstacle,” said Gil Gor-
don, president of Gil Gordon Associates, a re-
search consulting firm based in Monmouth
Junction, N.J., that’s hosting Telecommute 95
in Santa Clara Nov. 7-10.

Those fortunate enough to telecommute
boast of a healthier balance between the de-
mands of home life and work.

“It’s given me alot of flexibility,” said O'Don-
nell, an IBM salesman based in San Francisco
who used to clock in every day at one of the com-
pany’s Bay Area offices but who now works al-
most exclusively from home or at customers’ of-
fices in The City and San Mateo.

“T'll wake up at 5:30 totake a conference call
from the East Coast in my bathrobe,” he said.
“After that, I'll go out for a run and then come
back and fix lunch for my 6-year-old daughter.”

According to industry statistics, 8.1 million

[See ’IELECOMMUTE, B-4)

Commuting
by wire -

people nationwide work up to three”
days a week away from the office,
usually at home, sending informa- -
tion back and forth to supervisors -
and co-workers via home-comput-
er modem, fax and telephone.”
- Market research firms expect’
the number of telecommuters to
double by the turn of the century as
‘more than half the jobs nationwide
lend themselves to telecommuting.
These jobs, industry observers say, '
generally involve manipulating da-
ta and information. Business exec-
utives, lawyers, accountants, engi-
neers, word processors and scien-
tists are among those who are
doing it. _

Mauvais, a network services
manager at Autodesk Inc., said he
needs to telecommute from his
Nob Hill apartment — where his
home-office looks out on the Gold-
en Gate Bridge — to the compa-
ny’s San Rafael office one day ev-
ery other week to work on reports
and budgets. '

“It’s very important to keep in
touch with the people you-man-
age,” he said. “If it’s the day-to-day
stuff, I come to work.”

Made for the Bay

Some workplace experts consid-
er the Bay Area, with its 300,000
telecommuters, 4.5 percent of the
region’s workforce, a hotbed for the
trend.

Telecommuting is “high-perfor-
mance work, and that fits the Bay
Area to a 'T,” said Tom Miller, a
vice president at New York-based
market researcher FindSVP Inc.
“(The Bay Area's) high-tech work-
force is way above average. If you
understand that your corporate
wealth is dependent on human re-
sources, you want to reduce the
stress of your workers and find
ways to get peak performance.”

Natalie Fay, manager of tele-
commuting programs for the Asso-
ciation of Bay Area Governments,
had this observation:

“In general, information-based
companies have the most telecom-
muters,” she said. “But it’s the
management structure, too. Silicon
Valley is young and has a corporate
culture that lends itself to telecom-
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muting.” )
Others say the Bay Area life-
style is conducive to tel_ecommut—

“People who work this way are
motivated by quality of life issues
more than salary,” said Charles

_ Grantham, president of the Insti-
tute for the Study of Distributed
Work in Oakland. In that respect,
“the Bay Area is ahead of other
metropolitan areas.” - -

As it did for IBM’s O’Donnell,
telecommuting has helped Lorene
Hall juggle work and personal
needs. Hall, manager of HP Labo-
ratories’ Internet web site in Palo
Alto, said she and her retired hus-
band would not have been able to
move into their new Santa Cruz
home if she couldn’t telecommute.

4] wasn't willing to make the
move until T had some certainty I
could telecommute,” said Hall, who
noted that before moving she lived
within walking distance from HP
Labs, the research and develop-
ment arm of Hewlett-Packard Co.

So the former librarian mocked
up a few summaries on the benefits
of telecommuting and sent them to

H-P executives.

But the computer firm already
had been experimenting with tele-
commuting for several years al-
though it didn’t launch a formal
telecommuting program until Feb-
ruary 1994, Hall began telecom-
muting from Santa Cruz at the end
of that year, after the company
installed an ISDN line and set up a
UNIX workstation and personal
computer in her new home.

Now she telecommutes two to
three days a week, saving at least
two hours of travel time a day. And
although she works the same num-
ber of hours, Hall said she has
more flexibility in scheduling her
time,

A typical day working at home
might begin at 8 a.m., with a break -
to exercise later in the day, and
back to work in the evening for'
another hour or so. '

“Working at home I feel so
much more in control of my life,”
she said. “If something (personal)
needs to be done, I go do it. I don’t
have to take half a day off, and 'm
right next to the kitchen.” '

Even workers who have short

commutes love telecommuting. .-,
“[ can get at least two to three
times as much work done” a.t
home, said Diamond Heights resi- .
dents Joe Castrovinci, who works
at Pac Bell's downtown San Fran-
cisco headquarters, writing for the
company’s magazine and newspa-

Real estate savings . -

Today, asmanyasSOOofH—Ps_.
16,000 employees in the Bay Area
telecommute. Pacific Bell says 25
percent of its workforce doesitand
BankAmerica Corp. said about 6:
percent of its employees telecom- .
mute at least once a week.

Many employers sing the
praises of telecommuting as loud as
their workers. Managers — who

were once afraid their workers”

would slack off at home, vyatching
hours of TV or playing with their
children — are finding that tele-
commuting can dramatically boost
workers’ morale, which lQK.ft;en leads
to higher quality of worl

Tlg; Tortora, a Pac Bell prod-
uct manager who helps large corpo-
rations develop telecommuting

programs, says Bay Area oorhpa-
nies are finding that the benefits of

such plans make them worth the -

risks:

» Telecommuting helps compa- -
nies reduce the amount they spend
buying or renting office space.

Companies, Tortora said, can
save between 25 and 90 percent on
real estate costs a year, which often
translates to millions of dollars in
savings. .

According to FindSVP’s Miller, -
companies can shell out up to
$5,500 on home-office start-up
costs for each of their workers, The
cost, he said, to equip, train and
furnish an employee in the tradi- -
tional workplace can run between
$12,000 and $15,000.

» Studies show that telecom-
muting increases worker produc-
tivity 15 to 25 percent, due to en-
hanced job satisfaction, said Pac
Bell’s Tortora. Most of the gains,-
he noted, are accounted for in re-
duced employee travel time.

P Telecommuting has also ‘

proved effective in retaining em-'
ployees and attracting prospective
workers.

“There are jobs people wouldn't

' take if they couldn't telecommute,”

Fay said.

“McGraw-Hill School Systems’
was ;ha‘ving trouble att;acting;'f

Commuting .

South Bay programmers o work
at its Monterey offices. So, the di-

. vision of New York-based publish-

ing ' giant ‘McGraw-Hill - Cos."

- launched a pilot telecommuting ;
. program in the hopes of luring edu- «

cational software programmers _
who live in Silicon Valley. ~": "}
“If we're looking at 200 candi- .
dates but only two to three are
willing to move, it limits our..

~ choices,” he said. “With the use of -

telecommuting, workers only have .
to come to Monterey two to three .
days a week,” said Steve Benson,
McGraw-Hill’s telecommunica-
tions manager. R
» Technology — which used to
be prohibitively large, and expen-,
give for an office away from the’
office — is no longer such an obsta- ,
cle. S
Telecommuting has become
feasible thanks to affordable, pow-
erful and portable computers, mo-
dems, facsimiles and copy ma-’
chines. P
“I usually tote my IBM Think-

" Pad laptop computer, a cell phone

and a beeper, so I'm well wired,”.
said IBM’s O'Donnell.. .

» E-mail also has diminished
the isolation that used to afflict
some telecommuters. According to-
FindSVP’s Miller, 1.6 million

. households use e-mail — twice as

many as those last year.
Some companies have gone be-
yond traditional work-at-home te-

' lecommuting, opening satellite of-

fices located closer to their employ-
ees.
In July, United Airlines opened -
a reservations center in Suisun
City, near Fairfield, because its San
Francisco International Airport
terminal office kept turning over
up to half of its telephone and com-
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puter workers. According to the,
airline, some of these workers were
commuting three hours a day to a
job that paid only $6.65 an hour..

The suburban satellite office
now is much closer to home for -
many reservationists. As a result, -
the employee attrition rate there .
has been only about 10 percent, -

said Leigh Walters, United’s Sui-

State and federal government -

offices are jumping on the telecom-
muting bandwagon. In 1993, the
feds rolled out a plan to have 3
percent of its workforce — 60,000
employees  telecommute by laf
1997 for a real estate savings o
$150 million a year. - .
Alameda County’s pilot project
allows about 200 employees to tele-
commute who can “work at their
desks at home or anyplace else,”
said Rory Darrah, Alameda Coun-
ty’s telecommunications coordina-
tor. ' S
“They all use their own equip-
ment,” she said. “The exchange
(for working at home) is that they
buy the computers. We pay for
telephone and modem costs.”

Telecommuting isn't perfect

Rosy as it sounds, however,
workers should also be aware of the
downside of telecommuting. Many
telecommuters say they have more
stress in their lives now because
they have trouble separating their
‘work and home lives, and dont
know when to stop working.

Jim Heid, a writer who lives
near Mendocino, believes the tele-
commuter’s freedom is only theo-
retical.

“One major problem with hav-
ing your office at home is that, well,
your office is at home,” he said.
“There’s no leaving it at the end of
the day. It's always there, and
there’s always a project nagging at
you.”

At the other end of the spec-

S P——

trum, some telecommuters say the
home environment is too distract-
ing or unstructured for them to be
productive.

“Personally, sometimes I can
work at home, sometimes I can’t,”
said BankAmerica corp. spokes-
man Bill Wynne.

HP Labs’ Hall said she, too, ex-
perienced difficulty disciplining
herself.

“The first two months were so

Telecommuter Joe Castrovinci: “J can get at least two to three times as much work done” at home.

wonderful to work without inter-

ruptions, but then the pull of being
at home found me lacking the dis-

cipline to do work,” she said. “It -

took several months to make my
peace with that.” -

Some industry observers also

note that telecommuting cuts
down on socializing, which is big

part of doing business.

“People like going to work to be
around other people,” said Peter

Schwaﬁ:z, president of Global

Business Network, a strategic
planning consortium in Emery-
ville. “Things happen because of
conversations in the hall. This

- doesn't happen as easily on-line.”

Consultant Gordon put it this

way: “I don't see a revolution in the '

offing,” with everyone telecom-
muting. “That’s as bad a pendulum

_swing as saying people have to re-

port to work everyday. The truth is
something in the middle.” . o
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